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Dear Lir or Madem:

e bove constdered yourt applicatton for tetognition of cxemption (rem

Foderal fncome tor under accrfon 01 (' (6° of the rterpal Revesue Code.

The tnformution subsftied Indicuteon that you were orgatifzrd as an
unincorparated ansectiation o NI You wre orgapfsed
exclustively for non-prefit purpoaes within tl( ptovisions of sectinn
3501 of the lnternal Revenur Code and aw:h purpoers sha'!l Include the
following:

1. To serve ap the collegsanl body through which Indtvidual
practi it [oners may obtatin memberahip prerogatives and clipice!

privileges o I sci!itics and tlrough which
they fulii!! the obligatione of Stafl membereohip.

). Te piovid: in appropriate cducation srtting for graduste and
continning med{ca! educatlion pragroms for students, reri{drats
and membcra of 1he Medical Staff.

3. To participate ip physician quality assessment and utiligation
menagenent by conducting activitfes for asssssinrg, meintaining,
and improving the quality and efficiency of medical care provided

{a the I facilities.
You indicsted .at your acrivities inrluode the following:

A. To participatc in the Guallit) sescssmrnt and wiilization
management (rogTsm by conduct{ng all required and necesmsary
activitee for ssscasing, mrintaining and tapreving the qualiry

and efficiency of maedical care provided fc +* NG
B (ac.:ftics, incivding:

1. Evaluaiing practitioncrse in imstitutions] performance
through valid end telladle measurement gyetoms;

2. TFuogaging ir the ongolng moaftoziag of critical patient
cafe practices:
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3o Rvsluatiug prectintonees' eroduntinle for appoistmsdt’
and Toappointasny 1o membuarahilpin vhe
EEE organisatjon and for the delinesiicn of ‘elinfeel

privileges thay may bo exercioed by sach LuAtvwiBuu) e
practivinnet fn bhe i facilttteany

o

§ A. Fromccing the spproprinim noe of the medical and hewleh
’ case renoursen at thy I for worting
|

ratiears' medical, sdels) and emotionatl nceds.

f B To providiu / wmichenism for arcountadi)ity to the Board of

i Trusieccs of NG (o thc sppropristonves

: of the patient care serviceos and proflesmions) and ethical
condort of rnch Individual practitioner holding weaberahi;

? fn I . (0 the end thot patfent care

& provided at the NN facfli'ics {0 cunals

tentiy aatntained at that level of quality and vificiency
vhich 4 consistent with gonerally recognisid standards of

coce Jv N -

Hembetahip in the orgoniration (o 1imited to thoer physicians vhe
rnjoy Staff wembership at the ledical Center. Members oust pass

[ licenaing, professional ed..u’fon tralnfng, board certiffceaticn,

} and othur criteria coatabliehnd by you and the Mudical Center.
Hembership s divided fudo six classes: Probationary, sssociste,

; active, seafor, courtesy and honorary. Active wembers have full

L aut.ority to admit putieuts without ltmftation, votec on all matters

3 prescnted at geners] and specinl wectinge, to holc nffice, and to

’ encrcise such clinfcal privileges as are granted to hinm.

Your bylaws and other documents set forth detailed rules and regulae-

,l tions concerning governing and operation of the medical and dental

' stoff 17 the Medical Center, including the munner of sppointment,
the clf. fcel privileges, vhen and how members are suspended a2t the
Yvdical Center, appeal procedures upnn suspension, etc.

Taur reveaucs are principsily from dues from members. Expend!turcs
wre for educational progrems, litrary equipwment, reriremevt gifts,
and plaques.

tecticn 501 (c¢) of tine Code describes certain orgerizations exexpt froo
Federal !nceme tax urner saction 501(a) and reads, Iin part, as follows:

"{6)Busfness lcagues, chlumters of commerce, vcal éstate doards,
boards of trade, *** not organized for profit and no rart '
of the net vi.ningr of which fnures to the berefit of eay
private shareb~lder or individual.” - '




Sstrion 1.00N1(e)\u)") of the reguinitons providea as follows!

‘A bustinesa league (8 an associntion of pareons having eone cOMNED
Loatrere iniarest, the purposw of which to to promote sweh Common
tntureat and not to engage tn a regular Dusfneus of a hind ordfmarily
carried ea for profit. 1c ts an orgentrution of the saxs geners!
clasa ss # chamber of commerce or Doard of trade. Thus, fte activi-
tieco should bu directed to the Iuprovement o) business conditions 2f
ane or morv liners of busiuess an diacinguished from the jerfarmencs
of particular arrvicns for fndividusl persons. Az organisstion * “one
purpcse is *o engage ‘n & regular business of a kind ordinartly
tavried on for profit even though the business {8 conducted on a
conparantive basis or producea only sufficient Socome ta be vel)f~
syptulning, is not a dusincss Jrague. 996 *

ln Metienal Huffler Deolcin Ansociation, lonc. v. UL, , 440 D.5. 472 (1679,
the Court held that an ~sgocfation of a particular drand n-me of muffler
derlern d1d not qualify for exemption because the ansoc. .atfion wes not
engaged in the i{mprovement ol 'wainess conaitions of 2 (ine of Wuainrss.

An orgenizaticn promoticg the common business intcres: of a specific
prefossion, for example, 2!l medicsl doctors practicing fu an aten, would
geoetally quality for ezmaption undur saction 301 (ci(6) of the Codes. (mar
Roveswe Bulioy ?71-504, Cumoletice Pulletin 1971-2, 231). A1l doctors are
welcome sud at¢ enrouraged to join ard support the orgenizetion. Fowever,
you restrict vour uemdcrohip ro physicismy snd dentistre wishitg to praciice
o. I snd epucifically axclude those not quslifying
in scecordance with your rules and regulstion. Your primacy sctivily doas
a0t appear to be to improv: the busimuse coodiifons fa the wedical profes-
sios gensrally, but to bemfit yoor eewbers by setting up tules and regu-
lationa under vhict tn «émit aenbers and Testrict ataff rembereship.

Purther, by restrictiag memberghip to doctors practicing ot oslv one
hospits]l, you represent only a segment of a lime ¢f busiuess rather that
“ope or more lipws of businc9s” ae required by the Regulitions. You are
coaperabie to the Kational Mufflex Uralers Association because It 1fmfited
1ty membere 0 tMose dealers who solid a pevticular brand of suf{ler and
not 81l Drands of aufflers.

Accordrngly, 1t 1s held tlat you do not qualify for tux—exempt steotus
under section SO01(c)(6) of the Code. You are required to file am apnus)
Cedcral ‘neome teXx return on Form 1120,

You asked aboul considevrantion undcr section SOL1(c'(5) es a labor orgas-
fzatfon. Ve do not feel that you wouvld Qualify under that section because
there is ro employer-cmplcoyee rea'atfounship between the kedical Center and

your aenbors.
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11 you dv net ag. w with theeo conclusions, yow Bsy, withia 30 days from
the date of this letter, file 1n fujiteats ¢ bried n? the faots, lsv, sud
argumnons thnt cloariy sots fureh your poattion. If pad dostire su oval
dicewi(nion of the fesus, plades {adicsts this in your prvicet. T
eacloeed Fublication 092 gives tmstructions for £11Ing & pretest.

A 17 you do not file & preter’ with ihie efftece withia 3O days of the dats
i af this repnet or Jettor, thia preposed detesrsiostion will bocome final.

If you agree wicth these concluesicns o7 do wet vieh te file a oxvftten
protast, please 8ign aad return Form 6018 in the enclosed self-asddresved
% iavelepe as scon ag poesibhle.

p 1f you have any questions, please coutsact the prrson whoes ceme acd
telephane nwmber are chowe (n the healing of this Jeotter.

Slacerely,

- TR T
ST -

et
o

District Director

TR TR

Enclopures:
Tora 6018
Pudbifcation 892




